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proper documentation while maintain-
ing sufficient flexibility.

(1) All relevant information obtained
orally must be promptly recorded in
writing and incorporated in the
workpapers.

(2) Workpapers must be complete and
accurate in order to provide support for
findings and conclusions.

(3) Workpapers should be clear and
understandable without the need for
supplementary oral explanations. The
information they contain must be
clear, complete, and concise, so that
anyone using the workpapers will be
able to readily determine their pur-
pose, the nature and scope of the work
done, and the conclusions drawn.

(4) Workpapers must be legible and as
neat as practicable. They must meet
standards which allow their use as evi-
dence in judicial and administrative
proceedings.

(56) The information contained in
workpapers should be restricted to
matters which are materially impor-
tant and relevant to the objectives es-
tablished for the assignment.

(6) Workpapers must be in sufficient
detail to permit a subsequent inde-
pendent execution of each audit proce-
dure, assuming the target company re-
tains its accounting documentation.

§1229.125 Preparation and issuance of
enforcement documents.

(a) Determinations of additional roy-
alties due resulting from audit activi-
ties conducted under a delegation of
authority must be formally commu-
nicated by the State, to the companies
or other payors by an issue letter prior
to any enforcement action. The issue
letter will serve to ensure that all
audit findings are accurate and com-
plete by obtaining advance comments
from officials of the companies or
payors audited. Issue letters must be
prepared in a format specified by the
ONRR, and transmitted to the com-
pany or payor. The company or payor
shall be given 30 days from receipt of
the letter to respond to the State on
the findings contained in the letter.

(b) After evaluating the company or
payor’s response to the issue letter, the
State shall draft a demand letter which
will be submitted with supporting
workpaper files to the ONRR for appro-

§1229.127

priate enforcement action. Any
sustantive revisions to the demand let-
ter will be discussed with the State
prior to issuance of the letter. Copies
of all enforcement action documents
shall be provided to the State by ONRR
upon their issuance to the company or
payor.

§1229.126 Appeals.

(a) Appeals made pursuant to the
rules and procedures at 30 CFR parts
1243 and 1290 related to demand letters
issued by officers of the ONRR for addi-
tional royalties identified under a dele-
gation of authority shall be filed with
the ONRR for processing. The State
regulatory authority shall, upon the
request of the ONRR, provide com-
petent and knowledgeable staff for tes-
timony, as well as any required docu-
mentation and analyses, in support of
the lessor’s position during the appeal
process.

(b) An affected State, upon the re-
quest of the ONRR, shall provide ex-
pert witnesses from their audit staff
for testimony as well as required docu-
mentation and analyses to support the
Department’s position during the liti-
gation of court cases arising from de-
nied appeals. The cost of providing ex-
pert witnesses including travel and per
diem is reimbursable under the provi-
sions of a delegation of authority, at
the Federal Government’s existing per
diem rates.

§1229.127 Reports from States.

The State, acting under the author-
ity of the Secretarial delegation, shall
submit quarterly reports which will
summarize activities carried out by the
State during the preceding quarter of
the year under the provisions of the
delegation. The report shall include:

(a) A statistical summary of the ac-
tivities carried out, e.g., number of au-
dits performed, accounts reconciled,
and other actions taken;

(b) A summary of costs incurred dur-
ing the previous quarter for which the
State is seeking reimbursement; and

(c) A schedule of changes which the
State proposes to make from its ap-
proved plan.

[49 FR 37351, Sept. 21, 1984. Redesignated at
49 FR 40025, Oct. 12, 1984]
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